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AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTSDID NOT RESOLVE THE DEPARTMENT’S CONCERNS stated in the previous analysis of bill as
introduced/amended

FURTHER AMENDMENTS NECESSARY .

DEPARTMENT POSITION CHANGED TO

REMAINDER OF PREVIOUS ANALY SIS OF BILL ASINTRODUCED/AMENDED STILL APPLIES.
X OTHER - See comments below.

SUMWARY OF BILL

This bill would require the Legislative Analyst, on or before February 1, 1999,
in consultation with the business community, the Franchi se Tax Board (FTB), the
State Board of Equalization (BOE), the Director of Finance (DOF), the League of
California Cities, and the California State Association of Counties, to prepare
and deliver to the Legislature a report regardi ng taxati on and busi ness
activities on the Internet.

EFFECTI VE DATE

Cont ai ni ng an urgency clause, this bill would becone effective the date signed by
t he Governor.

SPECI FI C FI NDI NGS

Currently, no federal or state | aw exists specifically addressing the taxation of
busi ness activities conducted over the Internet.

However, federal |egislationhas been introduced that would i npose a three year
“moratoriuni on state and | ocal taxes on electronic conmerce. This noratorium
woul d not apply to any taxes on Internet access or online services generally

i nposed and actually enforced under state |aw before March 1, 1998.

DEPARTMENTS THAT MAY BE AFFECTED:
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This bill would require the Legislative Analyst in consultation with the business
community, the FTB, the BCOE, the DOF, and other state and | ocal agencies to
prepare and report to the Legislature by February 1, 1999, policy options address
state and | ocal taxation of business activities conducted on the Internet.

The policy option report would address the follow ng matters:

The range of possible state or |ocal taxes that could be applied to
busi ness activity on the Internet.

Taxes that have been previously inposed or proposed with respect to
busi ness activity on the Internet, w thout regard to whether the tax
applied specifically to business activities on the Internet or

busi ness activities conducted in California.

Wth regard to Article XIIl A of the California Constitution on tax
limtations, the policy issues that nmust be addressed by the
Legislature in order to prudently act with respect to the taxation of
busi ness activities on the Internet, including whether a noratoriumon
|l ocal Internet taxes is necessary in the short termto | essen the
conplexities of addressing the taxation of business activities on the
Internet at the state |evel

This bill would provide that in preparing the report the Legislative Anal yst
O fice would all ow an opportunity for public input regarding the design and the
recommendati ons of the report.

| npl ement ati on Consi derati ons

I npl ementing this bill would not significantly inpact the departnent’s
prograns and operations. However, since the scope of the study is extensive
and the bill requires public input as a part of the process, it may be
difficult to provide a conprehensive product by the February 1, 1999,
deadl i ne.

LEG SLATI VELY MANDATED REPORTS

This bill would provide that on or before February 1, 1999 the Legislative
Anal yst O fice shall prepare and deliver a report regarding the taxation of
busi ness activities on the Internet.

FI SCAL | MPACT

Departmental Costs

This bill would not significantly inpact the departnment’s costs.

Tax Revenue Esti mate

This bill would not inpact the state’ s income tax revenue.

BOARD POSI TI ON

Pendi ng.



